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Teachers Personal Investors Services, Inc.

We have audited the accompanying statement of financial condition of Teachers Personal
Investors Services, Inc. (the “Company”) (a wholly-owned subsidiary of TIAA-CREF
Enterprises, Inc.) as of December 31, 2001. This statement of financial condition is the
responsibility of the Company’s management. Our responsibility is to express an opinion on
this statement of financial condition based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the statement of financial condition is free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the statement of financial condition. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall statement of financial condition presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all
material respects, the financial position of Teachers Personal Investors Services, Inc. at

December 31, 2001, in conformity with accounting principles generally accepted in the United
States.

Sanct ¥ MLLP
February 18, 2002

Ernst & Young LLP is a member of Ernst & Young International, Ltd.
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Teachers Personal Investors Services, Inc.

(A wholly-owned subsidiary of TIAA-CREF Enterprises, Inc.)

Statement of Financial Condition

December 31, 2001
Assets
Investments, at market value (cost: $27,733,474)
Cash
Interest receivable
Distribution fees receivable from affiliate
Total assets

Liabilities and stockholder’s equity
Liabilities: '
Amounts due to TIAA and related entities
Deferred taxes
Total liabilities

Stockholder’s equity
Total liabilities and stockholder’s equity

See notes to statement of financial condition.

$ 28,848,144
251,002
334,206
614,686

$ 30,048,038

$ 14,965,698
389,909

15,355,607

14,692,431

$ 30,048,038




Teachers Personal Investors Services, Inc.
(A wholly-owned subsidiary of TIAA-CREF Enterprises, Inc.)

Notes to Statement of Financial Condition

December 31, 2001

1. Organization

Teachers Personal Investors Services, Inc. (“TPIS”) was incorporated on October 19, 1993
under the General Corporation Law of the State of Delaware and is a wholly-owned subsidiary
of TIAA-CREF Enterprises, Inc. (“Enterprises”), which is a wholly-owned subsidiary of
Teachers Insurance and Annuity Association of America (“TIAA”), a legal reserve life
insurance company established under the insurance laws of the State of New York in 1918.
TPIS is a registered broker-dealer under the Securities Exchange Act of 1934 and a member of
the National Association of Securities Dealers, Inc. '

TPIS provides services related to the distribution of variable annuity contracts and shares of
mutual funds. All cash disbursements for TPIS are made by TIAA, which is reimbursed by
TPIS in accordance with a Cash Disbursement and Reimbursement Agreement between TPIS
and TIAA. TIAA allocates certain of its costs and expenses, as well as certain direct costs, to
TPIS.

2. Significant Accounting Policies
Basis of Presentation

The preparation of the statement of financial condition may require management to make
estimates and assumptions that affect the reported amounts of assets, liabilities, and related
disclosures. Actual results may. differ from those estimates. The following is a summary of the
significant accounting policies consistently followed by TPIS, which are in conformity with
accounting principles generally accepted in the United States.

Fair Value of F‘inancial Instruments

The fair value of TPIS’ assets, which qualify as financial instruments under Statements of
Financial Accounting Standards No. 107, “Disclosures About Fair Value of Financial
Instruments,” approximates the carrying amounts presented in the statement of financial
condition.




Teachers Personal Investors Services, Inc.
(A wholly-owned subsidiary of TIAA-CREF Enterprises, Inc.)

Notes to Statement of Financial Condition (continued)

2. Significant Accounting Policies (concluded)

Investments

Investments in U.S. government securities and corporate bonds are valued at the last quoted
bid prices on the valuation date while investments in common stock for which market
quotations are not readily available are valued at fair value as determined in good faith by
management. TPIS’ investments are held at Citibank, N.A.

3. Investments

TPIS’ investments as of December 31, 2001 were comprised of the following:

Cost Value
U.S. government securities $12,464,502 $12,716,856
Corporate bonds 15,265,672 16,127,988
Common stock 3,300 3,300

$27,733,474 $28,848,144

4. Income Taxes

Income taxes are provided in accordance with the liability method under which deferred taxes
are determined based on the difference between the financial statement and tax basis of assets
and liabilities using enacted tax rates in effect in the years in which the differences are
expected to reverse. A valuation allowance is recognized if it is more likely than not that
some portion of any deferred tax asset will not be realized.




Teachers Personal Investors Services, Inc.
(A wholly-owned subsidiary of TIAA-CREF Enterprises, Inc.)

Notes to Financial Statements (concluded)

4. Income Taxes (concluded)

As of December 31, 2001, net operating loss carryforwards, generated prior to the
implementation of the tax sharing agreement, of approximately $3,000,000 exist and will
begin to expire in 2009. The results of operations of TPIS are included in the consolidated
income tax returns of TIAA and its eligible affiliates. In accordance with a tax sharing
agreement, TPIS follows the current reimbursement method, whereby members of the
consolidated group are generally reimbursed for their tax losses on a pro-rata basis by other
members of the group to the extent that they have taxable income. The effects of this tax-
sharing agreement are recorded through the TIAA intercompany account.

At December 31, 2001, TPIS has a deferred tax asset of $15,522,885 relating to state tax
losses incurred through the current year and federal tax losses incurred prior to the tax sharing
agreement. During 2001, the valuation allowance was increased by $ 1,198,576 so that at
December 31, 2001 the valuation allowance equals the full amount of the deferred tax asset. In
addition, deferred tax expense for 2001 includes $ 70,267 relating to unrealized gains on
investments.

5. Minimum Net Capital Requirements

As a registered broker-dealer, TPIS is subject to the minimum net capital requirements
pursuant to Uniform Net Capital Rule 15¢3-1 of the Securities and Exchange Commission.
Under that Rule, TPIS is required to maintain minimum net capital (as defined) and a ratio of
aggregate indebtedness to net capital of not more than 15 to 1. At December 31, 2001, TPIS
had net capital of $13,248,412, which exceeded required net capital by $12,224,705, and a
ratio of aggregate indebtedness to net capital of 1.2 to 1.




